132 Agency Differences
Federal agencies use a common set of principles for determining costs and negotiating the governmentwide indirect cost rate for each university, but they use different systems for reimbursing indirect costs. These differences affect the review of proposals, the selection of projects to support, budget negotiations, postaward administration, and relationships among the parties.  In addition, the two federal audit agencies interpret the common set of principles differently. They differ, for example, in what constitutes acceptable documentation standards and in their willingness to accept special analyses to support allocation methods.
NIH makes separate awards for direct and indirect costs; NSF and almost all other agencies make one award for total costs.  In the NIH system, the amount granted for direct costs is not influenced directly by either the indirect cost rate or a change in that rate. The system shields peer reviewers from possibly misleading comparisons of the indirect cost rates of universities. The NSF system gives agency and external reviewers a clearer picture of the total costs of a project but may introduce bias into the selection process if indirect cost rates are compared inappropriately. Many investigators believe that proposals from universities with high indirect cost rates compete at a disadvantage under the NSF system. Some believe that the separate awards for direct and indirect costs at NIH remove an incentive for institutions to control indirect costs.
Agencies also differ in the adjustment of awards to accommodate changes in indirect cost rates. NIH allows both annual revision of indirect cost awards during the life of multiyear projects and response to changes in indirect cost rates during an award year. Most other agencies do not allow adjustments in grant awards in response to changes in the indirect cost rate during an award year.  For contract awards in contrast to grant awards, most agencies accept requests for increases to cover changes in indirect cost rates during the award year, but they do not guarantee that funds will be available to cover increases in total costs.
University Differences
Universities vary in their indirect cost rates and their use of funds reimbursed for indirect costs. Exhibit 1,